Abstract. This study was conducted to analyze the soundness comparison of Islamic banks in Indonesia and
Introduction
The Islamic banking industry in Indonesia is rapidly growing during period of 2008 to 2013 before the growth have been being stagnant since 2014. The stagnation in Islamic banking growth is to affect on the decline assets of Islamic banks compare to conventional banks 2015. The growth of Islamic banking assets and market share in Indonesia can be seen in Table 1 . Islamic banking in Indonesia is expected to achieve to qualification standard of Qualified ASEAN Bank (QAB) to compete with among Islamic Banks in ASEAN Region. Almekinders (2015) stated that the financial integration of ASEAN could work with three-dimensional frameworks that should be completed, namely the equal access, equal treatment, and balanced environment. Banks in ASEAN region have to meet some criteria, such as strong and sound of capital, the prudential regulations at the host country, and having a significant market share in the country of origin. The Implication of financial integration, banking liberalization makes a tight competition in the banking sector among ASEAN Countries following QAB Criteria including Islamic Banks.
Malaysia has 16 Islamic banks; several of those have big assets and strong capital to qualified as QAB. On the other hand, the government of Malaysia is ambitious for Malaysia to become the world's Islamic Financial Center. Indonesia is one of the potential markets for Malaysian Islamic banks considering the enormous Muslim population. Islamic Banking in Malaysia has more advanced than in Indonesia. Although the growth of Islamic banking in Malaysia is lower than in Indonesia, the market share of Islamic banking in Malaysia at December 2015 has reached 22.77% of the national banking system (Bank Negara Malaysia, 2016) . The growth of Islamic banking assets and market share in Malaysia shows in Table 2 .
The Expansion of Malaysian Islamic banks to Indonesia derived by several advantages such as larger assets, stronger capital, more experience in Islamic banks, strong support from Government, and big market customer in Indonesia. The Possibility of expansion should be aware by Islamic Banks and Indonesian Government based on Table  2 . Therefore, it is necessary to analyze the indicators that can be used as a reference to anticipate the expansion of Islamic banks from ASEAN countries, mainly from Malaysia to Indonesia. At the beginning of the financial integration of the ASEAN Economic Community (MEA) by 2020, Islamic banks in Indonesia must ensure the sustainability of the business and enlarge the market share. Therefore, our research is to analyze and compare Islamic banks soundness between Indonesia and Malaysia. The soundness instruments are to measure capital, assets quality, management, profitability, liquidity, and sensitivity to market risk. The comparison of the sound level of indicators for Islamic banks in Indonesia and Malaysia is expected to be a guide for stakeholders including Islamic banks and Government of Indonesia at ASEAN financial integration in 2020.
One of the methods to measure bank soundness is by using CAMEL method. In general, the international banking authority adopts the CAMEL framework as a variable in estimating the sound of banks (Bank Indonesia 2004). There are a few studies that had conducted to analyze how big the effect of CAMEL in predicting bank soundness. Bobykin (2010) in his research states that the factors which most determine the level of soundness of banks in Ukraine in 2006 -2009 is the capital, asset quality, and liquidity. Bobykin (2010) also added that the predicted rate of CAMELS reached 91% by using multi-period logit and hazard models. Susyanti et al. (2003) conducted a study on CAMEL ratio analysis along with Economic Value Added (EVA) to predict bank soundness. The results show that CAMEL and EVA have predicted 57.1% for bankrupt banks, 62.5% for difficult banks and 66.7% for sound banks. Whalen & Thomson (1988) tested 58 banks in the United States with 22 CAMEL ratios in the period of 1983-1986 and showed that CAMEL could predict 82% -90% of bank soundness. Thomson (1991) tested the CAMEL ratio's benefit in predicting bank failures in the 1980s in the United States. The results show that as many as 94% of failing banks can be predicted 6 and 12 months before the date of bankruptcy and as many as 80% of banks fail predictable 42 and 48 months before the date of bankrupt.
There are other studies to measure the level of soundness of Islamic Banks in Indonesia such as an aspect of efficiency by Firdaus and Hosen (2013) , Hosen and Rahmawati (2013) , Hosen and Muhari (2014 114 between Islamic banks in Malaysia and Indonesia because we used the in-depth interview to complement research findings. On the other hand, we modified CAMEL method by grouping the performance based on the ratio and rank them by each quartile. This modification allows us to identify the relative competitiveness of each Islamic banks neither in Indonesia nor Malaysia.
Method
The samples of study are Islamic banks in Indonesia and Malaysia from 2012 to 2014. The data obtained from the annual report of each bank in Indonesia and Malaysia in the period of study. We also collect some macroeconomic data from the central bank of Indonesia and Malaysia through their official websites. The numbers of samples in this study were 10 Indonesian Islamic banks and 10 Islamic banks in Malaysia. The Islamic banks, which conducted in this study, can be seen in Table 3 . This paper analyzed Islamic banking soundness using CAMEL Method based on The Regulation of Bank of Indonesia (PBI) No. 9/1/PBI/2007. The components that measured are: capital resilience, assets quality, management's performance, the level of earning and liquidity, and sensitivity to the market risks. Each component has some indicators. The numbers of indicators for each component shows in Table 4 . After calculating the financial ratios, the Islamic banking ranked by the score of the ratio at each indicator. The ranking based on quartile deviation that covering 10 Islamic banks in Indonesia and 10 Islamic banks in Malaysia. The quartiles depict the data in a study divided into four groups separated by a minimal to the maximal number. This rating then summed and showed the final score of Islamic banking soundness. From the indicator of CAMEL's method, we can analyze the strength and weaknesses of each Islamic bank in Indonesia and Malaysia. This result will be useful to prepare the Islamic banks to face ASEAN Financial Integration in 2020. This research will use some financial performance, to examine the soundness of banks in this study. The results of the ratio in this study divided into four quartiles of the average value of the performance of each ratio in the soundness of Islamic banks. The top quartile (best performance) gets 4 points, and the lowest quartile (lowest performance) gets 1 point.
Besides that, this research also uses a qualitative method. The addition of this qualitative method is due to many consensuses that several of the research issues not adequately addressed through quantitative-positivistic methods. The qualitative approach is needed to adapt to the form of new social reality at the society. Structured interviews are the interview method whose interviewers set their issues and questions to ask to find answers to hypotheses.
Result and Discussion
Based on Table 5 , it can be shown from rank 3rd to rank 9th are Malaysian bank. However, the first and second are Islamic banks from Indonesia, namely Bank of BCA Sharia and Bank of Panin Sharia, while the Bank of Victoria Sharia was ranked tenth. Three Islamic banks with lowest sound performance are Bank of BRI Sharia, Asian Finance Bank, and Bank of Sharia Bukopin. Based on Table 5 , it can conclude that the soundness of Islamic banks in Malaysia is better than the Islamic banks in Indonesia in 2012. 2018: 111 -122 products and more diverse. Thus, Islamic banks in Malaysia have liquid instruments that can be used to anticipate the withdrawal of funds or needs of cash with the substantial amount of money.
Regarding sensitivity to market risks, only 3rd of 10th Islamic banks in Malaysia who have a negative relative gap, while in Indonesia all of the Islamic banks have a negative relative gap. The negative relative gap is indicating that Islamic banks are vulnerable to the changes in interest rates. A negative relative difference occurs because of financing that cannot be repricing such as bai' contract based like Murabaha financing which is much higher than the savings that using profit-loss sharing based contract like Mudharaba which is flexible on interest rates. (Hosen and Muhari, 2017) . Nowadays, the structure of Assets-Liability in Islamic banks Indonesia is dominated by Murabahah in assets and Mudarabah in Liquidity led to causing a wider negative relative gap in Islamic banks. Based on Table 6 , it can be shown from rank 2nd to rank 7th, and rank 9th are Malaysian bank. However, the first rank is an Islamic bank from Indonesia, namely Bank of BCA Sharia, while Bank of Victoria Sharia and Bank of Panin Sharia rank 8th and 10th, respectively. Three Islamic banks with lowest sound performance are Indonesian Islamic banks namely Bank of BRI Sharia, Bank of Sharia Mandiri and Bank of Sharia Bukopin. Table 6 it can be concluded that the soundness of Islamic banks in Malaysia is better than the Islamic banks in Indonesia. The sound level of Islamic banks in Malaysia is better because the liquidity and sensitivity to market risks of Islamic banks in Malaysia are better than the Islamic banks in Indonesia in 2013. Other factors that influence the better sound of Islamic banks in Malaysia in 2013 are the quality of the assets managed by Islamic banks in Malaysia was better than the Islamic banks in Indonesia. This fact is reflected in the level of default rate (NPF) from Islamic banks in Malaysia are lower compared to the level of NPF at Islamic banks in Indonesia. Based on Table 7 , it can be shown from rank 2nd to rank 7th, and rank 9th to rank 10th are Malaysian bank. However, the first rank is an Islamic bank from Indonesia, namely Bank of BCA Sharia and while Bank of Panin Sharia ranked at 8th. Three Islamic banks with lowest sound performance are Indonesian Islamic banks namely Bank of Victoria Sharia, Bank of Sharia Bukopin, and Bank of Muamalat Indonesia. Based on Table 7 , it can conclude that the soundness of Islamic banks in Malaysia is much better than the Islamic banks in Indonesia. This fact is because the liquidity and sensitivity to market risk Islamic banks in Malaysia are much better than the Islamic banks in Indonesia in 2014. Other factors that influence the sound of Islamic banks in Malaysia is better than in Indonesia was the quality of the assets managed by Islamic banks in Malaysia was better than the Islamic banks in Indonesia.
Based on
In 2014, the profitability of Islamic banks in Malaysia showed better performance when compared to the Islamic banks in Indonesia. Because of the decline in macroeconomic in Indonesia and declining quality of assets at Islamic banks in Indonesia, these decline the profitability of Islamic banks. Based on the analysis of the soundness of Islamic banks in Indonesia and Malaysia, it indicates that the performance of Islamic banks in Indonesia has decreased from 2012 to 2014, except bank of BCA Sharia. In the same period, the performance of Islamic banks in Malaysia are also suffer from declination, but the decline experienced by the Islamic Bank in Indonesia is sharper. In 2012 the Islamic banks in Indonesia on average were less performs only in liquidity and market sensitivity variables as compared with Islamic banks from Malaysia. In 2013, the asset quality then less performs too than Islamic banks in Malaysia, until in 2014 the profitability of Islamic banks in Indonesia has lower performance than Islamic bank in Malaysia. Hosen and Muhari (2017) underlined the high composition of expensive funding such as time deposit and suggest that the need of more Islamic derivative liquidity instruments are essential to anticipate risks from the financial market. This two condition consequently affect the low performance of Islamic banks in Indonesia compared to Malaysia from 2012 to 2014. It is proved when Islamic banks in Malaysia keep their performance because of sufficient liquidity instruments and low cost of funding. Effendi (2017) found that the risk on debt-based financing in Indonesian Islamic banks is low.
When viewed since 2012 and 2014, the Islamic Bank in Malaysia is sounder because they have more liquidity instruments compared to the Islamic banks in Indonesia. Also, the Islamic Banks in Malaysia are relative strength in the face ASEAN Financial Integration given more diversified financial assets that can be in repricings such as Mudaraba, Ijara and Ijara Muntahiya bit Tamlik (IMBT). On the other hand, all Islamic banks in Indonesia from 2012 to 2014 have assets that cannot be repricings since many use Murabahah in financing, while the funding use Mudharaba contract.
Then, Islamic banks in Indonesia need to gradually diversify their financing product by a shift to the contracts of financing to profit-loss sharing or lease contract because these two contracts are more resilience than sale/bai' contract in term of pricing respond to interest change (Hosen and Muhari, 2017) . Thus, if the interest rate increases, the Islamic banks the revenue sharing for deposit fund is increase as well. Because, it is peers to the conventional banks, while at the same time financing based on Murabaha contract cannot be in repricing so that it increases the risks and can lower the level of Net Operating Margin (NOM) of Islamic banks in Indonesia. At the end of 2014, five Islamic banks have a definite relative gap in the sample namely Maybank Islamic, KFH Bank, Affin Bank, Alliance Islamic Bank, and Asian Finance Bank, which is the fifth bank has resistance to the market is quite substantial.
Regarding liquidity, Islamic Banks in Indonesia is still a shortage of liquidity instruments when compared with Islamic banks in Malaysia. It can see from the liquidity scores of Islamic banks in Malaysia were higher than the Islamic banks in Indonesia. Islamic banks in Malaysia have more diversified liquidity instruments rather than Islamic banks in Indonesia. One of the instruments that are often using in Malaysia as a liquidity instrument is a Murabaha commodity which is not currently used in Indonesia. With this Murabaha commodities stocks, Islamic banks in Malaysia have sufficient liquidity instruments to anticipate business risks that might occur. Mun et al (2017) shows that there is a positive relationship between asset liability management and the financial performance of the banks.
Regulator in particular the Financial Services Authority (FSA/Otoritas Jasa Keuangan), Bank of Indonesia (BI) and the Ministry of Finance must accommodate the needs of the Islamic financial industry. This need can solve by providing incentives such as down payment discount or tax incentives. Liquidity instruments of Islamic banks in Indonesia are still low compared to Malaysia. Commodity stocks which have been stated by the fatwa of Indonesian C,ouncil of Ulama (MUI) were not allowed to operate by the Regulator, but the Islamic finance industry urgently needs it. As a comparison, Islamic banks in Malaysia benefited greatly from the liquidity instrument, such as sharia commodities stocks. Therefore, the regulator is expected to allow this liquidity instruments because it is an innovative product to develop Islamic financial industries. Widigdo et al (2016) stated that the Islamic banks should reengineering the business process.
Policy makers should not a contra productive regulation such as spin-off policy. Haribowo (2017) ; Al Arif et al (2017) said that the spin-off policy had an adverse impact to the performance of Islamic banks in Indonesia. Miftah and Wibowo (2017) show that merger can be alternative strategies to strengthen the Islamic banks in Indonesia. Besides that, the Islamic banks in Indonesia should increase the service quality. The increases in service quality it will increase the loyalty of the customers (Khan, 2016;  Islamic Banking in Malaysia relatively more prepared rather than Islamic banks in Indonesia. Islamic banks in Malaysia have more derivative and liquidity instruments. Besides that, the regulation is very supportive and accommodative, the Non-Performing Financing is Low, and the public of Malaysia has high attention and interest. This fact makes Islamic banks in Malaysia are ready to compete in the era of financial integration in the ASEAN Economic Community (AEC) in 2020. Rodoni et al (2017) stated that the efficiency rate of Islamic banks in Malaysia is better than Islamic banks in Indonesia.
Based on the empirical results of the study, liquidity, and sensitivity to market risk identified as the main factors that affect bank soundness. Sumantri and Jumali (2010) stated that there is a significant difference between the liquidity factors of sound and default banks. On the other hand, Aryati and Balafif (2007) ; Widiharto (2008) show a different result that there is significant difference between the liquidity factors of sound and default banks. Zahra et al (2018) found that the Islamic banking system in Indonesia is more stabile rather than the conventional banking system. However, many researchers have proved that CAMEL method has a certain precision to predicting banking failure. Susyanti et al. (2003) are predicting that 57,1% of the low level of soundness about to fail during 1998 crisis and 1980s financial crash in the United States, Whalen, and Thomson (1988) are predicting that 82% of low-level soundness about to fail. The improvement of liquidity instruments and affordable funds to Islamic banks in Indonesia should be fixed to improve the overall performance of Islamic banks in Indonesia to compete for foreign Islamic banks.
Conclusion
The finding of the study shows that Islamic Banks in Malaysia tend to be more soundness than Islamic Banks in Indonesia during periods of 2012 to 2014. Islamic bank in Malaysia shows better improvement than Indonesia during the period of study. It showed the growth of Malaysia's CAMEL scores which represent bank's soundness, on the contrary, CAMEL scores from Islamic banks in Indonesia decline at the same period. This results indicated that Islamic banks in Indonesia are less competitive in ASEAN region than their counterparts in Malaysia.
The implication based on finding indicated that the Islamic banks in Indonesia need improvement in the product diversification to compete in ASEAN Region. Islamic banking stakeholder such as Government, Islamic Banking Industry, Academics, and Scholars in Indonesia need to develop more innovative derivative products and liquidity instruments. Also, the government should give the Islamic banks ease of regulation to stimulate Islamic banking growth. If Islamic banks Indonesia can create more innovative products and the government can issue more ease regulations, then Islamic banks in Indonesia would be better to compete in the ASEAN Region.
